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NDEPENDENT AUDITOR'S REPORT 

Honorable M ayor and Board of Alderm en of 
Town of Junction City, Louisian a 

W e have audited the accompan ying general purpose finan cial statements of the Town of Junction City, 
Louisiana (the Town), as of an d for the year ended June 30, 2002, as listed in the accompanying Table of 
Contents. These finan cial statements are the responsibility of the Town's management. Our responsibility is to 
express an opinion on these finan cial statements based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and the standards 
applicable to finan cial audits contained in Government Auditing Standards issued by the Comptroller General 
of the United States. Th ose standards require that we plan an d perform  the audit to obtain reas onable assurance 
about wheth er the finan cial statements are flee of material misstatement. An audit includes exam ining, on a test 

In our opinion, the general purpose financial statements referred to above present fairly, in all material 
respects, the financial position of the of the Town , as of June 30, 2002, an d the results of its operations and cash 
flows of its proprietary fund types for the year then ended, in conformity with generally accepted accounting 
principles. 

In accordance with Government Auditing Standards, we have also issued our report dated December 19, 
2002, on our consideration of the Town of Junction City's internal control over finan cial reporting mad our tests 
of its compliance with certain provisions of laws, regulations, contracts an d grants. That report is an  integral part 
of an audit performed in accordance with Government Auditing Standards' and should be read in conjunction with 
this report in considering the results o four audit. 

Our  audit was performed for the purpose of fonning an  opinion on the general purpose financial statements 
of the Town of Junction City, Louisiana, taken as a whole. The accompanying schedule of expenditures of federal 
awards is presented for purposes of additional an alysis as required by U.S. Offi ce of M an agement an d Budget 

Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part 
of the general purpose financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the general purpose financial statements and, in our  opinion, is fairly stated in all material 
respects, in relation to the general purpose financial statements taken as a whole. 

Our audit was conducted for the purpose of forming an  opinion on the finan cial statements taken as a whole. 
The supplemental information beginning on page 20 is presented for purposes of additional an alysis an d is not 
a required part of the general purpose financial statements of the Town of Junction City, Louisiana. Such 
inform ation has been subjected to the auditing procedures applied in the audit of the general purpose finan cial 
statements and, in our opinion, is fairly presented in all material respects in relation to the general purp ose 
finan cial statem ents taken as a whole. 

Ruston, Louisiana 
December 19, 2002 



 

TOW N OF JUNCTION CITY, LOUISIANA 
COM BINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS 

June 30, 2002 

ASSETS AND OTHER DEBITS 
Cash and Cash Equivalettts 
Investments 
Accounts Receivable 
Due From Other Funds 
Restricted Assets: 
Cash and Investments 

Fixed Assets (Net of Accumulated Depreciation) 

Governm ental Fund Tvaes 

GENERAL 
CAPITAL 
PROJECTS 

19,648 $ 12 $ 
108,488 
2,062 
2,362 

Total Assets and Other Debits $ 132,560 $ 

LIABILITIES AND FUND EQUITY 
Liabilities 

Accounts Payable 
Due To Other Funds 
Notes Payable 
Accrued Interest 
Customer Deposits 
Total Liabilities 

Fund Equit,~ 
Contributed Capital - Grants 
Contributed Capital - Other Funds 
Investment in General Fixed Assets 
Retained Earnings(Deficit): 
Reserved for Debt Retirements 
Unreserved 
Fund Balances: 
Unreserved and Undesignated 

Total Fund Equity 

Total Liabilities and Fond Equity 

1,709 $ 
7,554 

9,263 

123,297 

$ 132,560 $ 

12 $ 

0 

12 

Proprietary 
Fund Types Account Group TOTALS 

GENERAL M emorandum 
FIXED Only 

ENTERPRISE ASSETS 

25,943 $ - $ 
26,377 
10,375 
7,554 

63,675 
809,318 314,857 
943,242 $ 314,857 $ 

3,784 $ 
2,350 

109,000 
3,330 
10,465 

128,929 

833,465 
27,688 

314,857 

53,210 
(100,050) 

45,603 
134,865 
12,437 
9,916 

63.675 
1,124,175 
1,390,67
= = = =~ =1 

5,493 
9,916 

109,000 
3,330 
10,465 
138,204 

833,465 
27,688 
314,857 

53,210 
(100,050) 

123,297 

814,313 314,857 1,252,467 

$ 943,242 $ 314,857 $ 1,390,671 

Tile accompanying notes are an integral part of this financial statement, 
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TOW N OF JUNCTION CITY, LOUISIA NA 
COM BINED STATEM ENT OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCES - ALL GOVERNM ENTAL FUND TYPES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

REVENUES 

Taxes 

Intergovemmental 
Licenses and Permits 
Fines and Forfeitures 
M iscellaneous 
Total Revenues 

EXPENDITURE S 

General Government 
Public Safety 

Capital Expenditures and Major Projects 
Capital Projects 
Total Expenditures 

Excess (Deficiencv'i of Revenue~ 
Over Expenditures 

Operating Transfers - In 

Op erating Transfers - Out 
Total Other Financing Sources (Uses) 

Excess (Deficiencv) of Revenues and Other 

Other Financing Uses 

Fund Balances at Beginning of Year 

Fund Balances at End of Year 

Governm ental Fund Tyocs 

G ENERAL 
CAPITAL 
PROJECTS 

$ 37,009 $ 
15,000 
15,116 
5.024 
4,877 
77.026 

27,484 
17,592 
31,897 

76.973 

0 

457,768 

457.768 

457.122 
457.122 

0 

TOTALS 
M em orandum 

Only 

$ 37,009 
472,768 
15,116 
5,024 
4,877 

534.794 

27,484 
17,592 
31,897 
457.122 
534.095 

0 
0 
0 

123,244 (646) 122,598 

123,297 $ 0 

The accompanying notes are an integral part of this financial statement. 
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TOW N OF JUNCTION CITY, LOUISIANA 
COM BINED STATEM ENT OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL 
ALL GOVERNM ENTAL FUND TYPES HA VING APPROPRIATED BUDGETS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

REVENUES 

Taxes 
lntergovernmental 
Licenses and Permits 
Fines and Forfeitures 
M iscellaneous 
Total Revenues 

EXPENDITURE S 

General Goverlmlent 
Public Safety 
Capital Expenditures and Major Projects 
Capital Projects 

Total Expenditures 

Over Expenditures 

Operating Transfers - In 
Operating Transfers - Out 
Total Other Financing Sources (Uses) 

Other Finanein~ Uses 

Fund Balances at Beginning of Year 

Fund Balances at End of Year 

General Fund 

76,729 

53,729 
8,000 
32,000 

0 

0 
0 
0 

4,877 
77.026 

27,484 
17,592 
31,897 

0 

$ 7,009 
0 

(2,884) 
(2,976) 
(852) 
297 

26,245 

(9,592) 
103 
o 

53 17,053 

c 
G 
0 

0 
0 
0 

(17,000) 53 17,053 

$ 100,905 $ 123,297 $ 22,392 

The accompanying notes are an integral part of this financial statement. 
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TOW N OF JUNCTION CITY, LO UISIANA 
COM BINED STATEM ENT OF REVENUES, EXPENDITURE S, AND CHANGES IN 

FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL 
ALL G OVERNM ENTAL FUND TYPES HAVING APPROPRIATED BUDGETS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

REVENUES 

Taxes 
Intergovem mental 
Licenses and Perm its 
Fines and Forfeitures 
M iscellaneous 
Total Revenues 

EXPENDITURES 

General Government 
Public Safety 
Capital Expenditures and Major Projects 
Capital Projects 

Total Expenditures 

OverExpenditures 

Operating Transfers - In 
Operating Transfers - Out 

Total Other Financing Sources (Uses) 

Other Financing Uses 

Fund Balances at Beginning of Year 

Fund Balances at End of Year 

Cal~ital Proiects Fund 

0 $ 
540,628 

0 
0 
0 

0 
0 
0 

540,628 

0 

(82,860) 
0 
0 
0 

457,768 (82~860) 

0 
0 
0 

457.122 

0 
0 
0 

83,506 

457,122 83,506 

0 646 646 

0 
0 
0 

0 

0 

0 
0 
0 

0 
0 
0 

646 646 

(646) (646) 

0 5 0 5 0 

The accompanying notes are an Jntegral part of this financial statement. 
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TOW N OF JUNCTION CITY, LOUISIANA 
COM BINED STATEM ENT OF REVENUES, EXPENDITURES, AND CHANGES IN 

FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL 
ALL GOVERNM ENTAL FUND TYPES HAVING APPROPRIA TED BUDGETS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

REVENUES 

Taxes 
intergovernmental 
Licenses and Permits 
Fines and Forfeitures 
M iscellaneous 
Total Revenues 

EXPENDITURES 

General Governm ent 
Public Safety 

Capital Expenditures and Major Projects 
Capital Projects 

Total Expenditures 

Over Expenditures 

Operating Transfers - In 
Operating Transfers - Out 
Total Other Financing Sources (Uses) 

Other Financing Uses 

Fund Balatmes at Beginning of Year 

Fund Balances at End of Year 

TOTALS (M emorandum On 

30,000 $ 
555,628 
18,000 
8,000 
5.729 

617,357 

53,729 
8,000 
32,000 
540,628 

27,484 
17,592 
31,897 
457.122 

26,245 

(9,592) 
103 

83,506 

634,357 534,095 100,262 

(17,000) 699 

0 
0 
0 

0 
0 
0 

0 
0 
0 

The accompanying notes are an integral part of this fmmlcial statement. 
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TOW N OF JUNCTION CITY, LOUISIANA 
STATEM ENT OF REVENUES, EXPENSES, AND CHANGES 

IN RE TAINED EARNINGS (DEFICIT) - ENTERPRISE FUND 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

Charges for Services - W ater Sales and Sewer Fees 

Total Operating Revenues 

Depreciation 
Insurance 
]~nterest 
Licenses & Permits 
M aterials, Repairs & Supplies 
M owing 
Other Administrative 
Payroll Taxes 
Salaries & W ages 
Sample Collections/Testing 
Utilities 
Total Operating Expenses 

Interest Incom e 

Total Nonoperating Income/(Expenses) 

NET INCOM E BEFORE OPERATIN G TRANSFERS 

Operating Transfers - (In)/Out 

NET IN COM E 

Retained Earnings (Deficit) at Beginning of Year 

Retained Earnings (Deficit) at End of Year 

2002 

105.662 

105.662 

25,144 
2,794 
5,900 
1,849 
6,500 
3,428 
2,579 
1,721 

22,581 
1,124 
16,315 
89.935 

15.727 

2,029 
2,029 

17,756 

0 

17,756 

(64,596) 

$ (46,840) 

The accompanying notes are an integral part of this financial statem ent. 



 

TOW N O F JUNCTION CITY, LO UISIANA 
STATEM ENT O F CA SH FLO W S - ENTERPRISE FUND 

FO R TH E YEAR ENDED JUNE 30, 2002 

Operating Incom e 

Provided (U sed/bv Ooeratin~ Activities 
Depreciation 
Increase in Accounts Receivable 
Increase in Investments 
Increase in Due From Other Funds 
Decrease in Accounts Payable 

Net Cash Provided (Used) by Operating Activities 

h Flows From No A 
Increase in Customer Deposits 

Increase in Restricted Assets (Cash) 
Net Cash Provided (Used) by Noncapital Financing Activities 

Increase in Contributed Capital 
Increase in Property, Plant & Equipment 
Principal Paid on Rural Development Notes 

Net Cash Provided (Used) by Capital an d Related Financing Activities 

Interest Income 

Net Cash Provided (Used) by Investing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 

Cash and Cash Equivalents at Beginning of Year 

Cash and Cash Equivalents at End of Year 

2002 

25,144 

(166) 
(26,377) 
(3,082) 
(69) 

11.177 

9OO 

(1,680) 
(780) 

512,638 

(513,224) 
(9,000) 
(9,586) 

The accompanying notes are an integral part of this f'mancial statement. 
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TH E TO W N O F JUN CTIO N CITY, LO UISIA NA 
N O TES TO FINA NCIAL STA TEM EN TS 
FO R TH E Y EAR ENDED JUNE 30, 2002 

The Town of Junction City, Louisiana (the Town) consists of an executive branch of government 
headed by a mayor and a legislative branch of government consisting of three alderm en. The 
Town 's combined balance sheet includes the accounts of all the town's operations. The Town's 
major operations include police protection, garbage and trash collection, culture/recreation, 
highways, streets, and administrative services. In addition, the Town operates a Utility 
Enterprise Fund to provide water and sewerage services. 

The following is a summ ary of certain significant accounting policies and practices: 

Note I - of P 

A. BASIS OF PRESENTATION 

The accompanying financial statem ents of the of Town  of Junction City, Louisiana have 
been prepared in conformity with generally accepted accotulting principles (GAAP) as 
applied to governmental units. Th e Governmental Accounting Standards Board (GASB) 
is the accepted standard setting body for establishing govern m ental accoun ting and 
financial reporting principles. 

B. REPORTING ENTITY 

As the m unicipal governing authority, for reporting purposes, th e Town is considered a 

separate financial reporting entity. Th e financial reporting entity consists of (a) the 
primary government (municipality), (b) organizations for which the primary government 
is financially accountable, and (c) other organizations for which nature and significance 
of their relationship with the prim ary government are such that exclusion would cause the 
reporting entity's financial statem ents to be misleading or incomplete. 

GA SB Statem ent N o. 14 established criteria for determ ining which component units 
should be considered part of the Town  of Junction City, Louisiana for financial reporting 
purposes. The basic criterion for including a potential component unit within the 
reporting entity is financial accountability. The GASB has set forth criteria to be 
considered in determining financial accoun tability. This criteria includes: 

1. Appointing a voting majority of an organization's governing body, and 

2 

b 

The ability of the mun icipality to impose its will on that 
organization and/or 

The potential for the organization to provide specific financial 
benefits to or impose specific financial burdens on the 
municipality . 

Organizations for which the municipality does not appoint a voting 
majority but are fiscally dependent on the municipality. 

10 



TH E TO W N O F JU N CTIO N CITY , LO UISIA NA 
NO TES TO FINANCIAL STATEM ENTS 
FO R TH E YEAR  ENDED JU N E 30, 2002 

Organizations for which the reporting entity financial statements would 
be misleading if data of the organization is not included because of the 
nature or significance of the relationship. 

Based on the previous criteria, the municipality has determined that there are no 
com ponent units that are part of the reporting entity 

C. FUND ACCO UNTING 

The Town uses funds and account groups to report on its f'mancial position and the results 
of its operations. Fund accoun ting is designed to dem onstrate legal compliance and to 
aid financial management by segregating transactions relating to certain government 
functions or activities. 

A fund is a separate accounting entity with a self-balancing set of accounts. On the other 
hand, an accoun t group is a financial reporting device design ed to provide accountability 
for certain assets and liabilities that are not recorded in the funds because they do not 
directly affect net expendable available finan cial resources. 

Funds of the Town are classified into tw o categories: governmental and proprietary. In 
turn , each category is divided into separate fund types. The fund classifications and a 
description of each existing fund type follow: 

Governm ental Funds 

Governmental fun ds are used to account for all or most of the municipality's 
general activities, including the collection and disbursement of specific or legally 
restricted monies, the acquisition or eonstruction of general fixed assets, an d the 
servicing of general long-term  debt. Governmental fun ds include: 

2 

General Fund--the general operating fun d of the mun icipality and 
accounts for all finan cial resources, except those required to be 
accounted for in other funds. 

Special revenue fun ds--account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specified purposes. 

Capital projects funds--accoun t for financial resources received and used 
for the acquisition, construction, or improvement of capital facilities not 
reported in th e other govern mental funds. 

Proprietary Funds 

Proprietary funds are used to account for activities similar to those found in the 
private sector, where the determination of net income is necessary or useful to 
sound financial administration. Proprietary fun ds differ from govern mental 



TH E TO W N O F JU N CTIO N CITY, LO UISIA NA 
N O TES TO FINAN CIAL STATEM ENTS 
FO R TH E YEAR  ENDED JUNE 30, 2002 

funds in that their focus is on incom e m easurem ent, which, together with the 
maintenance of equity, is an important financial indicator. Proprietary funds 
include: 

1. Enterprise funds--account for operations (a) where the intent of the 
governing body is that the costs (expenses, including depreciation) of 
providing goods or services to the general public on a continuing basis be 

financed or recovered primarily through user charges, or (h) where the 
governing body has decided that periodic determination of revenues earn ed, 
expenses incurred, an d/or net income is appropriate for capital maintenance, 
public policy, managem ent control, accountability, or other purposes. 

Account Groups 

The following accoun t group is not a "fund". It is concern ed only with the 
measurement of financial position and is not involved with m easurement of 
results of operations. 

General Fixed Asset Account G roup 

Fixed assets used in governmental fund type operations (general fixed assets) are 
accounted for in the General Fixed Assets Account Group, rather than in 

governmental fun ds. Public Domain ("infrastructure") general fixed assets 
consisting of certain improvements other than buildings, including roads, bridges, 
curbs and gutters, streets an d sidewalks, drainage system s, and lighting systems, 
are capitalized along with other general fixed assets. No depreciation has been 
provided on general fixed assets. 

All fixed assets are valued at historical cost or estim ated historical cost if actual 
historical cost is not available. Donated fixed assets are valued at their estim ated 
fair value on the date donated. 

The costs of normal m aintenance an d repairs th at do not add to the value of fixed 
assets or materially extend their useful lives are not capitalized but are only 
recognized as a normal expenditur e of the govern mental fun ds. 

D. TOTAL COLUM NS ON COM BINED STATEM ENTS--OVERVIEW  

Total columns on the Combined Statements-Overview are captioned "M emorandum 
Only" to indicate that they are presented only to facilitate financial analysis. Data in 
these column s do not present financial position, results of operations, or changes in 
financial position in conform ity with generally accepted accounting principles. Neither 
is such data comparable to a consolidation, lnterfund eliminations have not been made in 
the aggr egation of this data. 



 

TH E TO W N O F JU NCTIO N CITY ~ LO UISIANA 
N O TES TO  FINANCIAL STATEM ENTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

BASIS OF ACCO UNTING 

The accounting and financial reporting treatm ent applied to a fired is determ ined by its 
m easurem ent focus. All govern mental funds are accounted for using a current financial 
resources m easurem ent focus. W ith this m easur em ent focus, only current assets and 
current liabilities are generally included on the balance sheet. Operating statements of 
these funds present increases and decreases in net current assets. The m odified accrual 
basis of accounting is used by all governmental funds. The governmental fun ds use the 
following practices in recording revenues and expenditures: 

R evenues 
Ad valorem taxes attach as an enforceable lien on property as of January 1 of 
each year. Taxes are levied by the Town each year in November, and are billed 
to the taxpayers in December. Billed taxes become delinquent on January 1 of 
the following year. Revenues from ad valorem taxes are budgeted in the year 
billed to the extent collections are expected. The Town uses an outside party to 
bill its property taxes using the assessed values determined by the tax assessor of 
either Claiborne or Union Parish. 

Federal an d state grants are norm ally "expenditure driven", which means that the 
Town does not earn , or is not entitled to, the grant funds until liability for the 
expenditure has been incurred. Any amounts received in excess of actual 
expenditures/liabilities at year end is reflected as deferred revenue on the fund's 
balance sheet. 

Interest earn ings on time deposits are recognized as revenue when the time 
deposits have m atured and the interest is available. 

Substantially all other revenues are recognized when received by the Town. 

Based on the above criteria, ad valorem taxes, federal and state gr ants, fees, 
charges, an d comm issions for services have been treated as susceptible to 
accrual. 

Expenditures 

Expenditur es in the goverrmaental funds are generally recogn ized under the 
modified accrual basis of accounting when the related fund liability is incurred. 

Proprietary Funds 

All proprietary  funds are accounted for using the accru al basis of accounting. 
Their revenues are recogn ized when they are earn ed, and their expenses are 
recogn ized when they are incurred. 

Other Financing Sources (Uses) 

Transfers between funds that are not expected to be repaid (and any other 
financing sources/uses) are recognized when the underlying events occur . 

13 



TH E TOW N O F JUNCTION CITY
, LO UISIANA 

NO TES TO FINAN CIAL STATEM ENTS 
FO R TH E YEAR ENDED JU NE 30

, 2002 

F. BUDGETS 

The Town uses the following budget practices: 

2. In .rune of each year
, the budget is legally enacted through passage of 

ordinance. The public is invited to attend all m eetings 

Budget comparison statements included in the accompanying financial statem ents include 
the original adopted budgets and all subsequent adopted am endments

. 

G, CASH AND CASH EQUIVALENTS 

Under state law , the Town may deposit funds in demand deposits
, interest-bearing d

emand deposits, or time deposits with state banks organized under Louisiana law o
r any other state of the United St

ates, or under the laws of the United States. 

For purposes of the Statement of Cash Flows
, cash equivalents include all highly liquid 

investments (including restricted assets) with a maturity date of three months or less 
when purchased. 

H . INVESTM ENTS 

SHORT-TERM  INTERFUND RECEIVABLES/PAYABLES 



TH E TOW N O F JUNCTION CITY, LO UISIANA 
N O TES TO FINAN CIAL STATEM ENTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

J. ADVANCES TO OTHER FUND S 

Noncurrent portions of long-term  interfund loan receivables are reported as advances and 
are offset equally by a fund balance reserve account, which indicates that they do not 
constitute expendable available financial resources and, therefore, are not available for 
appropriation. 

K . BAD DEBTS 

Uncollectible amounts for ad valorem  taxes and utility receivables ar e generally not 
significant. As a result, the direct write-off method for recogn izing bad debts is used. 
Under this method, the receivable is charged to expense when the account is deemed to 
be uncollectible. 

L. FIXED ASSETS 

Fixed assets of govern mental fun ds are recorded as expenditures at the time purchased or 
constructed, and the related assets are capitalized in the general fixed assets account 
group. Public dom ain or infras~uctures are not capitalized. No depreciation has been 
provided on general fixed assets. All fixed assets are valued at historical cost or fair 
m arket value at date of gift, if donated. 

Fixed assets used in the proprietary fund operations are included on the balance sheet of 
the funds net of accumulated depreciation. Depreciation of all exhaustible fixed assets 
used by proprietary  fun d operations is charged as an expense against operations. 
Depreciation is computed using the straight-line method. The estimated useful lives are 
as follows: 

Buildings 
Im provem ents 
Equipm ent 

M . CO M PENSATED ABSENCES 

TheTowndoesnothavea~rmalleavepolicy 

N. FUND EQUITY 

Contributed Capital 

40 years 
40 -50 years 
5-10 years 

Contributed capital is recorded in proprietary  funds that have received capital 
grants or contributions from developers, customers, or other funds when such 
resources are restricted for the acquisition or construction of capital assets. 
Contributed capital is not am ortized based on the depreciation recogn ized on that 
portion of the assets acquired or constructed from such resour ces. 

15 



TH E TO W N OF JUN CTION CITY , L OUISIAN A 
NOTES TO FINAN CIAL STATEM ENTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

Reserves 

Reserves represent those portions of fun d equity not appropriable for expenditure 
or legally segregated for a specific future use. 

Designated Fund Balances 

Designated fund balances represent tentative plans for future use of financial 

resour ces. 

O. TO TAL COLUM NS ON COM BINED STATEM ENTS 

Total columns on the combined statements are captioned M emorandum Only to indicate 
Pnat they are presented only to facilitate financial analysis. Data in these columaas do not 
present fin ancial position, results of operations, or changes in financial position in 
conformity with generally accepted accounting principles. Neither is such data 
comparable to a consolidation. Interfund eliminations have not been made in the 

aggregation of this data. 

Note 2 - Cash and Cash Equivalents 

At June 30, 2002, the Town had cash and cash equivalents in the form of demand 

deposits in the amounts of $45,603. 

These deposits are stated at cost, which approximates market. Under state law, these 

deposits (or the resulting bank balances) must be secured by federal deposit insurance or 
the pledge of securities owned by the fiscal agent bank. At June 30, 2002, the Town had 

$62,455 in demand deposits ( bank statement balances) and investments of $177,436 at a 
single finan cial institution. These deposits were secured with $100,000 of federal deposit 
insurance and $139,89l of pledged securities held by the custodial bank in the name of 

the fiscal agent bank. (GASB Category 3). 

Note 3 - Investm ents 

At June 30, 2002, the Town 's investments consisted of certificates of deposit in the 

amounts of $177,436. See Note 2. 

Note 3 - Fund Deficits 

At June 30, 2002, the W ater and Sewer Enterprise Fund had a deficit balan ce of $46,8,10 

Note 4 - Ad V alorem  Taxes 

Property taxes are assessed and collected on a calen dar year. Property taxes attach as an 
enforceable lien on property as of Jan uary 1. Tax notices are usually mailed in 
November each year and become delinquent after December 31, of that year. 

The ad valorem tax millage is 4.99 m ills. 
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TH E TO W N O F JU NCTIO N CITY , LO UISIAN A 
NO TES TO FINA NCIAL STATEM ENTS 
FO R TH E YEAR  ENDED JUNE 30, 2002 

For the calendar year 2001, the 4.99 mills were levied on property with an assessed 
valuation totaling $ 620,380. And were dedicated entirely for general purposes. 

Note S - Accounts Receivable 

Accounts Receivable at June 30, 2002, consisted of the following: 

Accounts Receivable 

N ote 6 - Fixed A ssets 

Enterprise 
Fund 

$10.375 

A summ ary of changes in general fLxed assets follows: 

Balance 
July 1 2001 Additions 

Land 
Buildings & 

Improvem ents 
Vehicles 
Equipm ent 

Totals 

$ 30,000 $ 

149,040 29,147 
33,147 
70 773 2,750 

Capital 

Projects 

Deletions 

$ 

Total 

$12.437 

Balan ce 
June 30, 2002 

$ 30,000 

178,187 
33,147 
73.523 

$ 314.857 

A summ ary ofpropfietary fim d type property, plant, and equipm ent at June 30, 2002 
~ llows: 

W aterworks System and Treatment Facilities 
M achinery  and Equipm ent 

Total 
Less: Acctmaulated Depreciation 

Net Depreciable Assets 
Land 

Total Property, Plan t an d Equipm ent 

Note 7 - Restricted Assets 

$ 1,064,472 
21,539 

1,086,011 

_  (278,093) 
807,918 
1.400 

At June 30, 2002, restricted assets were either in the form of demand deposits or 
certificates of deposit. These assets represent am ounts held as follows: 

Utility Custom er Deposits 
Rural Development Loan Requirem ents 
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TH E TO W N OF JUNCTIO N CITY, LOUISIANA 
NO TES TO FINAN CIA L STATEM ENTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

Note 8 - Pension and Retirem ent Plans 

At June 30, 2002 there were no Town employees participating in any of the State 
retirem ent system s. 

Note 9 - Postem ploym ent H ealth Care Benefits 

The Town does not provide m edical coverage for its retirees; consequently there is no 
liability for postemployment health care benefits. 

Note 10 - Long-Term  Debt 

Long-term debt consists a note payable to Rural Development that relates to the Town 's 
sewerage system . This note requires an annual paym ent due by December 31 of each 
year. The Interest rate is 5% . At June 30, 2002, the outstanding principal balance was 
$109,000. The annual principal requirement is $ 9,000. Interest paid during the fiscal 
year ended June 30, 2002 was $5,900. 

Note 11 - Interfund R eceivables and Payables 

Individual fund interfund receivables and payables at June 30, 2002, were as follows 

Fund 

General Fund 

Capital Project Fun d 
Enterprise Fund 

Total 

Note 12 - Com pensation of M ayor and Alderm en 

Receivables 

$ 2,362 

7,554 

$ 9.916 

Payables 

$ 7,554 
12 

2,350 

$. 9.916 

The mayor and aldermen of the Town of Junction City, Louisiana, were paid the 
following amounts during the fiscal year ended June 30, 2002: 

M r. Preston Rogers, M ayor 
M r. M ike Griffi th 
M r. Ronnie Daniels 
M r. Am old Jones 

Total 

$4,800 
588 
588 
588 

$6~ 5
_~i4 
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Joan L. W arren, CPA 
Douglas A. Brewer, CPA 

W arren &  B rew er 
Certified Public Accountants 

A Professional Accounting Corporation 
112 East Carolina Avenue 
Ruston, Louisiana 71270 

Telephone: (318) 251-1317 
Fax: (318) 251-2108 

INDEPENDENT AUDITOR'S REPORT ON COM PLIANCE AND ON INTERNAL CONTROL 
OVER FIN ANCIAL REPORTING BASED ON AN  AUD IT OF FIN AN CIAL 

STATEM ENT S PERFORM ED IN ACCORDANCE W ITH 
GO VERNM ENT A UD1TING STANDARDS 

Honorable M ayor and Board of Aldermen of 
Town of Junction City, Louisian a 

W e have audited the general purpose financial statements of the Town of Junction City, 
Louisiana, (the Town) as of and for the year ended June 30, 2002, and have issued our report thereon 
dated December 19, 2002. W e conducted our  audit in accordance with generally accepted auditing 
standards an d the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether the Town's gen eral purpose financial 
statem ents are free of m aterial misstatement, we perform ed tests of its compliance with certain provisions 
of laws, regulations, contracts an d grants, noncompliance with which could have a direct and material 
effect on the determ ination of financial statement am oun ts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit and, accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncomplian ce that are required to be reported 
under Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Town's internal control over financial 
reporting in order to determine our auditing procedures for the purp ose of expressing our opinion on the 
general purp ose financial statements an d not to provide assur an ce on the internal control over financial 
reporting. However , we noted certain matters involving the intern al control over financial rep orting and its 
operation th at we consider to be reportable conditions. Reportable conditions involve ma tters coming to 
our attention relating to significant deficiencies in the design or operation of the intern al control over 
financial reporting that, in our judgment, could adversely affect the Town 's ability to record, process, 
summ araze and report finan cial data consistent with the assertions of managem ent in the general purpose 
financial statements. The reportable conditions are described in the accompanying schedule of findings 
and questioned costs as item s 02-1, 02-2 an d 02-3. 



Honorable M ayor and Board of Aldermen of 
Town of Junction City, Louisiana 
Page 2 

A material weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements in amounts that 
would be material in relation to the general purpose finan cial statements being audited may occur and not be 
detected within a tim ely period by employees in the norm al course of perform ing their assigned Functions. 
Our consideration of the internal control over finan cial reporting would not necessarily disclose all ma tters 
in the intern al control that might be reportable conditions and, accordingly, would not necessarily disclose 
all reportable conditions that are also considered to be material weaknesses. However, we believe none of 
the reportable conditions described above is a material weakness. 

This report is intended solely for the information an d use of management of the Town of Junction 
City, Louisiana, the Louisiana Legislative Auditor, federal awarding agencies an d pass-through entities and 
is not intended to be and should not be used by an yone other than these specified parties. 

Ruston, Louisiana 
December 19, 2002 
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Joan L. W arren, CPA 
Douglas A. Brewer, CPA 

W arren &  B rew er 
Certified Public Accountants 

A Professional Accounting Corporation 
112 East Carolina Avenue 
Ruston, Louisiana 71270 

Telephone: (318) 251-1317 
Fax: (318) 251-2108 

INDEPEND ENT AUDITOR'S REPORT ON COM PLIANCE 
W ITH REOUIREM ENTS APPLICABLE TO EACH M AJOR PROGRAM  

ERN AL CONTROL OV ER COM PLIA N CE IN ACCORD AN CE 
OM B CIRCU LAR A-133 

Honorable M ayor and Board of Aldermen of 
Town of Junction City, Louisiana 

Com pliance 

W e have audited the compliance of the Town of Junction City, Louisiana, (the Town ) with the types 
of compliance requirements described in the U.S. Offi ce of Management and Budget Circular A-133 
Compliance Supplement that are applicable to each of its major federal programs for the year ended June 
30, 2002. The Town's major federal programs are identified in the summary of auditor's results section of 
the accompan ying schedule of findings and questioned costs. Complian ce with the requirements of laws, 

regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the 
Town 's management. Our responsibility is to express an opinion on the Town 's compliance based on our 
audit. 

W e conducted our audit of compliance in accordance with generally accepted auditing stan dards; the 
stan dards applicable to finan cial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments', 
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assur an ce about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and ma terial effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the City's compliance with 
those requirements and performing such other procedures as we considered necessary in the circumstances. 
W e believe that our  audit provides a reasonable basis for our opinion. Our  audit does not provide a legal 
determ ination on the Town's complian ce with those requirem ents. 

In our opinion, the Town  complied, in all material respects, with th e requirements referred to above 
that are applicable to each of its ma jor federal programs for the year ended Jun e 30, 2002. 

Internal Control Over Com pliance 

Th e m anagem ent of the Town  is responsible for establishing and ma intaining effective intern al 
control over compliance with the requirements of laws, regulations, contracts and gr an ts applicable to 
federal progr am s. In planning an d performing our audit, we considered the Town 's internal control over 
compliance with requirements that could have a direct an d material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our  opinion on compliance and to 
test and report on internal control over compliance in accordance wi th OM B Circular A-133. 



Honorable M ayor and Board of Aldermen of 
Town of Junction City, Louisiana 
Page 2 

Our consideration of the internal control over complian ce would not necessarily disclose all matters in 
the intern al control that might be material weaknesses. A material weakness is a condition in which the 
design or operation of one or more of the intern al control components does not reduce to a relatively low 
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and gran ts 
that would be material m relation to a major federal program being audited ma y occur and not be detected 
within a tim ely period by employees in the normal course of perform ing their assigned fim ctions. W e noted 
no matters involving the intern al control over complian ce and its operations that we consider to be ma terial 
w eaknesses. 

This report is intended solely for the information an d use of management of the Town of Junction 
City, Louisian a, the Louisiana Legislative Auditor, federal awarding agencies an d pass-through entities and 
is not intended to be an d should not be used by anyone other than these specified parties. 

Ruston, Louisian a 
December 19, 2002 



 

TO W N O F JUN CTIO N CITY , LO UISIA NA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

W e have audited the general purpose financial statem ents of the Town of Junction City, 
Louisiana as of and for the year ended June 30, 2002 and have issued our report thereon dated 
December 19, 2002. W e conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contained in Govern ment Auditing Standards, issued by 
the Complroller General of the United States. Our audit of the financial statements as of June 30, 2002, 
resulted in an unqualified opinion. 

Section I - Sum m ary of Auditor's Report 

A. Report on Internal Control and Compliance M aterial to the Financial Statements 

Intern al Control 
M aterial W eaknesses yes X no Reportable Conditions X yes no 

Compliance 
Com pliance m aterial to financial statem ents 

yes X _ _ . no 

B. Federal A wards - 

Internal Control 
M aterialW eaknesses~ es X no Reportable Conditions X  yes no 

Type of Opinion on Compliance 

For Major Programs 
Unqualified x Qualified 
D isclaim er A dverse 

Are their findings required to be reported in accordan ce with Circular A .133 
Section .510(a)? Yes 

C. Identification o f M aj or Programs 

CFDA Number(s) 14.228 Name of Federal Program(or cluster) 

Departm ent of Housing and Urban Developm ent-Comm unity Planning an d 
Developm ent LCDBG-Comprehensive Developm ent 

Dollar threshold used to distinguish between Type A and Type B Progr am s 
$ 300,000 

Is the auditee a "low -risk" auditee, as defined by OM B Circular a-133? 

.
yes ___XX

_
no 
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TO W N O F JUN CTIO N CITY , LO UISIANA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

(Continued) 

Section II - Financial Statem ent Findings 

02-01 Internal Controls Over Receipts and Disbursem ents 

Condition 
The town clerk receives payments, post paym ents, and reconcile bank statem ents. 
These duties are incompatible for a proper intern al control system of checks and 
balances. 

Recom m endation 
The Town should separate incompatible duties of its staff. In view of the extremely 
small size of the staff, not all duties can be divided in a way that lim its the risk of 
errors. Some duties can be performed by the aldermen, such as opening and reviewing 
the bank statem ents as they com e in each m onth. 

Current Status 
The Town will take any suggestions under advisem ent in order to tighten internal 
control over incompatible duties. 

02-02 Internal Controls Over Cash Receipts 

Condition 
It was noted during cash receipt testwork, that individual water and sewer fund 
payments could not be traced back to the specific deposit made by the Town. The clerk 
would gather the paym ent stubs from several days deposits to enter in the billing 
system at one time. It was also noted that the detail was not listed on the deposit slip. 

Recom mendation 
The Town should provide a detail of customer payments made in a specific deposit 
This would minimize the chance of errors in posting to customers accounts. 

Current Status 
The town clerk has already implemented a new procedure where payment stubs for each 
deposit are kept with a duplicate copy of the deposit slip. An adding machine tape 
totaling the stubs is also attached. 

02-03 Internal Controls Over Customer Billing Adjustments 

Condition 
It was noted during inquiry that the town  clerk and the water manager have authority to 
make adjustments to customer's bills. Since the town clerk receives payments, makes 
deposits, and posts activity to the billing system, m ore control is needed in the 

adjustments area. 
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TOW N O F JUNCTIO N CITY , LO UISIANA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FO R TH E YEAR ENDED JUNE 30, 2002 

Recomm endation 
The Town should require that adjustments to customer bills be in writing, signed by the 
m ayor as approval. 

Current Status 
The Town will take this recomm endation under advisement. 



 

TOW N OF JU NCTION CITY, LOUISIA NA 
SCHEDULE OF EXPENDITURES O F FEDERAL AW ARD S 

FO R TH E Y EA R END ED JUNE 30, 2002 

Federal Grants/Pass Through 

Grantor/Program Title 
Departm ent of Housing and Urban Developm ent 
Comm unity Planning and Developm ent 
LCDBG - Comprehensive Developm ent 

TOTAL FEDERA L AW A RD S 

Federal 

CFDA 
N umber 

Agency or 
Pass-Through 
Number Expenditures 

14.228 107-900370 $ 457,122 

$ 457,122 



 

TOW N OF JUNCTION CITY, LOUISIANA 
N O TES TO SCH ED ULE O F EX PENDITURES 

O F FEDERA L AW ARD S 
FOR TH E YEAR  ENDED JUNE 30, 2002 

The Schedule of Expenditures of Federal Awards presents the activity of all federal 
award programs of the Town of Junction City, Louisiana. The Town of Junction City's 
reporting entity is defined in Note 1 to the Town 's financial statements. All federal 
award programs received directly from federal agencies, as well as federal awards passed 
through other govem ment agencies, is included on the schedule. 

2. Basis of Accounting 

The Schedule of Expenditures of Federal Awards is presented using the modified accrual 
basis of accounting, which is described in Note 1 to the Town's general purpose finan cial 
statements. The inform ation in this schedule is presented in accordance with the 

requirements of OMB Circular A-133, Audits of States. Local Governments, and Non- 
Profit Organizations. Th erefore, some amounts presented in this schedule may differ 
from amounts presented in, or used in the preparation of, the basic financial statements. 
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TOW N O F JUN CTIO N CITY , LO UISIA NA 
SUM M ARY SCH ED ULE O F PRIO R FINDIN G S 

FO R TH E YEAR ENDED JUNE 30, 2002 

Internal Control and Com pliance M aterial to the Financial Statem ents 

01-1 Donations 

Condition 
A reading of the minutes for the year did indicate approval for a donation of $400 to the 
Junction City Little League Light Fund. 

Recomm endation 
The Townshouldnotdon~eanything ofv~ueto or for anyperson, public orpfivate 

Current Status 
Cleared. 

01-2 Failure to Com ply with Local G overnm ent Budget Act 

Condition 
Actual expenditures exceeded budgeted expenditures by $16,114, or 37.5% 

Recomm endation 
The Town should analyze interim budget and actual comparisons and amend the budget 
as needed. 

Current Statu s 
Cleared. 

M anagem ent Letter 

No m anagem ent letter was issued. 



 

TO W N O F JUN CTIO N CITY , LO UISIANA 
M ANA G EM EN T'S CO RRECTIV E ACTIO N PLA N 

FO R TH E YEA R ENDED JUN E 30, 2002 

02-01 Internal Controls Over Receipts and Disbursem ents 

Recom m endation 
The Town should separate incompatible duties of its staff. In view of the extremely 
small size of the staff, not all duties can be divided in a way that limits the risk of 
errors. Some duties can be performed by the aldenaaen, such as opening and reviewing 
the bank statem ents as they com e in each m onth. 

Response 
The Town will take any suggestions under advisem ent in order to tighten internal 
control over incompatible duties. 

02-02 Internal Controls Over Cash Receipts 

Recomm endation 
The Town should provide a detail of customer payments made in a specific deposit. 
This would minimize the chance of errors in posting to customers accounts. 

Response 
The town  clerk has already implemented a new procedure where paym ent stubs for each 
deposit are kept with a duplicate copy of the deposit slip. An adding m achine tape 
totaling the stubs is also attached. 

02-03 Internal Controls Over Customer Billing Adjustments 

Recomm endation 

The Town should require that adjustments to customer bills be in writing, signed by the 
m ayor as approval. 

Current Status 
The Town will take this recommendation under advisem ent. 


